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disclaim any liability whatsoever for any loss howsoever arising from or in reliance upon the whole or any part of the 
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ANNOUNCEMENT OF ANNUAL RESULTS
FOR THE YEAR ENDED DECEMBER 31, 2021

FINANCIAL HIGHLIGHTS

• Revenue for the year ended December 31, 2021 (“FY2021”) amounted to approximately 
US$12.8 million, representing a decrease of approximately 27% from approximately 
US$17.6 million recorded in the year ended December 31, 2020 (“FY2020”).

• Gross profit for FY2021 amounted to approximately US$5.4 million, representing a 
decrease of approximately 41% from approximately US$9.2 million recorded in FY2020.

• Loss attributable to owners of the Company for FY2021 amounted to approximately 
US$3.4 million, representing a decrease of approximately 6% from approximately US$3.6 
million recorded in FY2020.

• Non-IFRS adjusted loss attributable to owners of the Company(1) for FY2021 amounted 
to approximately US$3.3 million, representing an increase of approximately 10% from 
approximately US$3.0 million recorded in FY2020.

In this announcement, “we”, “us” and “our” refer to Digital Hollywood Interactive Limited (the 
“Company”, together with its subsidiaries, the “Group”).

(1) Non-IFRS adjusted loss attributable to owners of the Company was derived from the loss attributable to owners 
of the Company for the year, excluding share-based compensation.
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MANAGEMENT DISCUSSION AND ANALYSIS

BUSINESS REVIEW AND FUTURE PROSPECTS

In 2021, the Group continued to strive for the deployment of HTML5 games. HTML5 is a 
technology integration of a series of web page interactive effects made using the fifth generation 
HTML. It provides a new framework and platform for the Internet, including providing free 
plug-in audio and video, image animation, ontology storage and more extended functions, and 
standardizing and opening up these applications, enabling the Internet to achieve a desktop-
like application experience. HTML5 games are browser games, i.e. web-based games on mobile 
terminals, developed with the HTML5 technology, which can be played online with a click on a 
mobile phone without download and offers a convenient and fast experience to players without 
occupying their mobile phone memory. The games can be played in both PC and mobile, and can 
facilitate data exchange between PC and mobile terminals. It does not only maintain the cross-end, 
multi-platform and mild attributes of HTML5 games, but also solves the problem of the restriction 
on the promotion and access of HTML5 games. The data exchange between PC terminals and 
HTML5 can also enable the diversion of traditional mobile game users to HTML5 games, thus 
creating more profit space for HTML5 games. During the year, the Group launched a number of 
HTML5 games, including Miligirls Fantasy , a multi-role-playing game combining 2D shooting 
and barrier placement, while Scarlet Fate , a two-dimensional barrier placement role-playing game, 
and keep on expanding the Group’s HTML5 product line. As one of the pioneers of HTML5 cross-
terminal games, the Group has continued to develop the array of the product types of HTML5 
games and deepened the adaptation technology on user ends, therefore more Group’s products can 
fulfill the needs of users on mobile phone and PC terminals at the same time. As such, not only 
does users’ royalty increase, the users of traditional mobile games are also introduced into HTML5 
games, thus expanding the total consumer base.

In recent years, the scale of pan-dimensional users has gradually expanded, and the enthusiasm 
of the related cultural market has gradually rised. The continuous growth of pan-dimensional 
users has driven the enhancement of the scale of two-dimensional game users. Given this trend, 
the composition of the user group of two-dimensional games are younger, it is mainly due to 
the two-dimensional theme dominated by young users can more effectively embrace the current 
main group of mobile game consumers. At the same time, sufficient market potential is revealed 
following by the boost of the users scales over the years. Under such circumstances, the Group has 
also introduced a two-dimensional mecha strategy mobile game, which currently enters the testing 
phase.

During the year, the Group also carried on optimizing its existing HTML5 products to enrich 
the user experience and promote a steady upsurge in the number of overseas users. Among the 
products, Eternal Fury2 H5 , a massively multiplayer online role-playing game, has been launched 
or is about to be launched in several European versions such as German, French, Polish, Spanish, 
etc., basically economies of major European languages and realizing more comprehensive coverage 
of people with various language systems in Europe.

In 2021, the Group further strengthened its global research and development deployment. The 
Group has established a partnership with GameBCN, an independent game incubator with more 
than 70 Spanish-language cooperative studios in Barcelona of Spain. Both parties leverage their 
own greatest strengths and integrate existing resources to provide more support to global game 
developers. In August 2021, we participated in devcom, the official game developer event of 
Gamescom, which is the largest conference of game developer industry in Europe. During the 
event, we joined 11 game industry organizations, media and independent developers all over 
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the world to carry out four symposiums with the theme of “Indie-under Lockdown-published 
Worldwide”. During this industry conference, we have contacted more than 30 game industry 
organizations, game development studios and media in regions such as Europe, Southeast Asia and 
South America to prepare for future product reserves and further cooperation is expected in the 
future.

The Group has actively built a global developer network and cooperated with game associations 
and institutions in different regions in order to obtain more excellent products, as well as to 
provide support for subsequent development of the Group.

Currently, the COVID-19 is still severe around the world, and more and more people prefer staying 
at home to outdoor activities. In the past years, the Group has made great efforts to enrich its game 
contents, actively enhance its product portfolio, and focus on product refinement and operational 
diversification. Such efforts not only can meet the needs of users for home entertainment, but will 
also bring better game experience for users in the future.

Looking forward, on the basis of its overseas operation and development in the past years, the 
Group will continue to leverage its advantage on overseas publishing in order to consolidate 
the existing and future partnerships, integrate games from various co-developers and bring 
more excellent products to users. In the future, the Group will actively cooperate with more 
game incubator organizations to gradually build a traffic pool for the Group’s reserve projects. 
Meanwhile, through integrating the exchange and cooperation model formed during the pandemic 
in the past two years, the Group will use a flexible and mature online model to actively participate 
in various large-scale exhibitions such as GameBCN and ChinaJoy’s official cooperation activities.

The Group is actively building a GHG game platform (gamehollywood.com) to meet the demands 
of users. By accessing various games to the platform, launching of the platform and its operation, 
it can satisfy the users’ needs for cross-terminal use on mobile terminals and PC terminals. 
Meanwhile, the construction of the platform will provide users with more products and experiences 
and enhance the loyalty of users on the platform.

The Group will persist to optimize and update existing game products, increase investment, and 
continuously launch iterative versions to elevate and enrich the game experience of players, as 
well as extend the life cycle of game products to stabilize the Group’s income. Constantly relying 
on the know-how of the professional marketing and promotion team, experienced experts and 
management team and resources including existing game players, the Group will capitalize on 
this opportunity to strengthen the control of distribution channels, reduce the dependence on 
game license operators, and enhance its comprehensive competitiveness and anti-risk ability by 
integrating a variety of resources, so as to advance the Group’s position in the industry.

In addition, the Group plans to further strengthen cooperation with the R&D team in the future, 
deeply explore the game preferences of players, and use HTML5 technology and/or other new 
technologies to develop better web-based game products, so as to maintain its strength in web game 
operations. We will expand overseas markets by cooperating with a number of well-known third-
party game distribution channels across the globe, in order to promote our games to more potential 
regions and districts, continuously consolidate our position in major global markets and elevate 
our competitiveness to a higher level. The Group will actively seek cooperation opportunities that 
can generate synergies to cope with the possible impact of the increasingly competitive industry 
environment and changing industry policies.
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FINANCIAL REVIEW

Overview

For FY2021, loss attributable to owners of the Company amounted to approximately US$3.4 
million, representing a decrease of approximately US$0.2 million or 6% from approximately 
US$3.6 million for FY2020. Non-IFRS adjusted loss attributable to owners of the Company 
amounted to approximately US$3.3 million for FY2021, representing an increase of approximately 
US$0.3 million or 10% from approximately US$3.0 million for FY2020.

Revenue

For FY2021, revenue of the Group amounted to approximately US$12.8 million, representing 
a decrease of approximately US$4.8 million or 27% from approximately US$17.6 million for 
FY2020. The decline in revenue was mainly due to the offline of certain games of the Group.  
Despite market volatility, the Group actively responded to the impact of market changes, and 
continued to improve the layout of the HTML5 games.

Cost of Revenue and Gross Profit Margin

For FY2021, cost of revenue of the Group amounted to approximately US$7.3 million, representing 
a decrease of approximately US$1.1 million or 13% as compared with approximately US$8.4 
million for FY2020. The gross profit margin of the Group decreased from 52.3% for FY2020 to 
42.4% for FY2021.

Other Losses, Net

For FY2021, other losses of the Group amounted to approximately US$0.16 million, as compared 
with other losses of the Group amounted to approximately US$0.03 million for FY2020. The other 
losses of the Group for FY2021 primarily consisted of the net exchange loss, partly offset by other 
gains from reversal of contract liabilities related to the ceased operation of certain games.

Selling and Marketing Expenses

For FY2021, selling and marketing expenses of the Group amounted to approximately US$3.1 
million, representing a decrease of approximately US$2.3 million or 43% from approximately 
US$5.4 million for FY2020, primarily due to the decrease in advertising and promotion expenses.

Administrative Expenses

For FY2021, administrative expenses of the Group amounted to approximately US$3.0 million, 
representing a decrease of approximately US$1.9 million or 39% from approximately US$4.9 
million for FY2020. The decrease was mainly due to (i) the decrease of impairment loss of assets; 
and (ii) the decrease in the share-based remuneration expenses of employees.
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Research and Development Expenses

For FY2021, research and development expenses of the Group amounted to approximately US$1.9 
million, as compared to approximately US$1.9 million for FY2020.

Net Impairment Losses on Financial Assets

For FY2021, net impairment losses on financial assets of the Group amounted to approximately 
US$0.5 million, as compared to approximately US$0.5 million for FY2020.

Impairment of Investment in an Associate

For FY2021, impairment of investment in an associate of the Group was nil (FY2020: nil).

Income Tax Expense

For FY2021, income tax expense of the Group amounted to approximately US$0.2 million, as 
compared to approximately US$0.2 million for FY2020.

Loss Attributable to Owners of the Company

As a result of the above, loss attributable to owners of the Company decreased by approximately 
US$0.2 million or 6% from approximately US$3.6 million for FY2020 to approximately US$3.4 
million for FY2021.

Non-IFRS Adjusted Loss Attributable to Owners of the Company

To supplement this annual results announcement which is presented in accordance with the 
International Financial Reporting Standards (the “IFRS”), we also use unaudited non-IFRS 
adjusted loss attributable to owners of the Company as an additional financial measure to evaluate 
our financial performance by eliminating the impact of items that we do not consider indicative of 
the performance of our business.

For FY2021, non-IFRS adjusted loss attributable to owners of the Company amounted to 
approximately US$3.3 million, representing an increase of approximately US$0.3 million or 
10% from approximately US$3.0 million in FY2020. Our non-IFRS adjusted loss attributable to 
owners of the Company in FY2021 and FY2020 was calculated according to the loss attributable 
to the owners of the Company for the respective years, excluding share-based compensation of 
approximately US$0.07 million in FY2021 and approximately US$0.7 million in FY2020.
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Liquidity, Treasury Policy and Source of Funding and Borrowing

As at December 31, 2021, the Group’s total bank balances, cash and short-term deposits amounted 
to approximately US$32.7 million, representing an increase of approximately 2.5% as compared 
with approximately US$31.9 million as at December 31, 2020. The increase in total bank balances, 
cash and short-term deposits during the year was primarily resulted from the increase in the net 
cash flow generated from operating activities.

As at December 31, 2021, current assets of the Group amounted to approximately US$44.9 million, 
including bank balances, cash and short-term deposits of approximately US$32.7 million and other 
current assets of approximately US$12.2 million. Current liabilities of the Group amounted to 
approximately US$9.4 million, including trade payables and contract liabilities of approximately 
US$4.0 million and other current liabilities of approximately US$5.4 million. As at December 31, 
2021, the current ratio (the current assets divided by current liabilities) of the Group was 4.8, as 
compared with 5.0 as at December 31, 2020. The Group adopts a prudent treasury management 
policy to ensure that our Group maintains a healthy financial position.

Gearing ratio is calculated on the basis of total borrowings (net of cash and cash equivalents) over 
the Group’s total equity. The Group does not have any bank borrowings and other debt financing 
obligations (excluding lease liabilities) as at December 31, 2021 and the gearing ratio is nil (as at 
December 31, 2020: nil). The Group intends to finance the expansion, investments and business 
operations with internal resources.

Significant Investments

The Group did not have any significant investments during FY2021.

Material Acquisitions

The Group did not have any material acquisitions of subsidiaries, associates and joint ventures 
during FY2021.

Material Disposals

The Group did not have any material disposals of subsidiaries, associates and joint ventures during 
FY2021.

Pledge of Assets

As at December 31, 2021, none of the Group’s assets was pledged (as at December 31, 2020: nil).

Contingent Liabilities

The Group had no material contingent liabilities as at December 31, 2021 (as at December 31, 
2020: nil).
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Foreign Exchange Exposure

As at December 31, 2021, the Group mainly operated in the global market and majority of its 
transactions were settled in United States Dollars (the “USD”), being the functional currency of the 
group entities to which the transactions relate. We currently do not hedge transactions undertaken 
in foreign currencies but manage our exposure through constant monitoring to limit as much 
as possible the amount of our foreign currencies exposures. Foreign exchange risk arises when 
future commercial transactions and recognised assets and liabilities are denominated in a currency 
that is not the entity’s functional currency. The Group operates internationally and is exposed to 
foreign exchange risk arising from various currency exposures, primarily with respect to Reminbi 
(“RMB”), EURO (“EUR”) and Hong Kong dollar (“HKD”). As at December 31, 2021, the Group 
did not have significant foreign currency exposure from its operations.

Use of Proceeds from the IPO

The net proceeds from the initial public offering of the Company dated December 15, 2017 (the 
“IPO”) amounted to approximately US$35.4 million after deducting share issuance costs and 
listing expenses. During FY2021, the net proceeds from the listing were utilised in accordance 
with the proposed applications set out in the section headed “Future Plans and Use of Proceeds” in 
the Company’s prospectus dated December 5, 2017 (the “Prospectus”), with the balance unutilised 
amounted to approximately US$8.8 million. The balance of fund will continue to be utilised 
according to the manner as disclosed in the Prospectus. The Group held the unutilised net proceeds 
in short-term deposits with licensed institutions in Hong Kong. In 2022, the Company will use the 
proceeds raised from the IPO in accordance with its development strategies, market conditions and 
intended use of such proceeds. Details are set out in the following table:

Net amount 
available as at 
December 31, 

2020

Actual net 
amount 

utilised during 
FY2021

Unutilised 
amount as at 

December 31, 
2021

Expected timeline for 
utilising the remaining 
net proceeds(Note)

USD’000 USD’000 USD’000

Investment 7,429.7 452.6 6,977.1 Expected to be fully 
utilised  
on or before June 30, 
2022

Development and research 3,908.3 2,075.0 1,833.3 Expected to be fully 
utilised on or before 
December 31, 2022

Expansion of online game 
 business

– – – Had been fully utilised

Marketing and advertisement – – – Had been fully utilised
Working capital and other 
 general corporate purposes

– – – Had been fully utilised

Total 11,338.0 2,527.6 8,810.4

Note:  The expected timeline for utilising the remaining net proceeds is based on the best estimation of the future 
market conditions made by the Group. It will be subject to changes based on the current and future development 
of the market conditions.
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HUMAN RESOURCES

As at December 31, 2021, the Group had 170 employees (December 31, 2020: 175), 60 of which 
were responsible for game development and maintenance, 78 for game operation and offline events 
organisation, and 32 for general administration and corporate management. The total remuneration 
expenses, excluding share-based compensation expense, for FY2021 were approximately US$4.6 
million, representing an increase of approximately 12.2% as compared to FY2020. The Group 
enters into employment contracts with its employees to cover matters such as position, term of 
employment, wage, employee benefits and liabilities for breaches and grounds for termination.

Remuneration of the Group’s employees includes basic salaries, allowances, bonus, share options 
and other employee benefits, and is determined with reference to their experience, qualifications 
and general market conditions. The emolument policy for the employees of the Group is set up by 
the Board on the basis of their merit, qualification and competence. We provide regular training 
to our employees in order to improve their skills and knowledge. The training courses range from 
further educational studies to skill training to professional development courses for management 
personnel.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the memorandum and articles of association 
of the Company, or the laws of Cayman Islands, which would oblige the Company to offer new 
shares on a pro-rata basis to its existing shareholders.

PURCHASE, REDEMPTION OR SALE OF LISTED SECURITIES OF THE COMPANY

Neither the Company, nor any of its subsidiaries has purchased, sold or redeemed any of the 
Company’s listed securities during FY2021.

FINAL DIVIDEND

The Board has resolved not to recommend the payment of the final dividend for FY2021 (FY2020: 
nil).

MATERIAL LEGAL PROCEEDINGS

For FY2021, Guangzhou Zhang Ying Kong Information Technology Company Limited* (廣州
掌贏控信息科技有限公司) (“Guangzhou ZYK”), a wholly-owned subsidiary of the Company, 
instituted legal proceedings (the “Legal Proceedings”) against Qianhai Huanjing in relation to 
the losses and damages sustained by Guangzhou ZYK as a result of the unilateral termination 
by Qianhai Huanjing of the IP Licensing Agreements. Hearing of the Legal Proceedings by the 
Guangzhou Intellectual Property Court has been scheduled on April 2, 2021. Details of the Legal 
Proceedings are set out in the announcements of the Company dated May 18, 2021 and March 8, 
2021.

Save as disclosed above, the Group was not involved in any material legal proceedings during 
FY2021.
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EVENTS OCCURRED SINCE THE END OF FY2021

On 20 January 2022, Guangzhou You Lai Information Technology Company Limited* (廣州
遊萊信息科技有限公司) (“Guangzhou You Lai”) (an indirect wholly-owned subsidiary of 
the Company) entered into an investment cooperation agreement with Guangzhou Red Circle 
Information Technology Company Limited* (廣州紅圈信息科技有限公司) (the “JV Partner”), 
pursuant to which Guangzhou You Lai and the JV Partner have agreed to establish a project 
company in the PRC for the an investment project which consists of proposed properties acquisition 
by way of bidding at the public auction and potential subsequent operational management of the 
target properties in case of successful bidding. For further details, please refer to the circular of the 
Company dated 16 March 2022.

Save as disclosed above, the Group did not have any significant events after December 31, 2021 
and up to the date of this announcement.

CLOSURE OF REGISTER OF MEMBERS FOR 2022 AGM

The register of members of the Company will be closed from June 16, 2022 to June 21, 2022, 
both days inclusive, and during which period no share transfer will be effected, for the purpose 
of ascertaining shareholders’ entitlement to attend and vote at the annual general meeting to be 
held on June 21, 2022 (the “2022 AGM”). In order to be eligible to attend and vote at the 2022 
AGM, all transfer documents accompanied by the relevant share certificates must be lodged for 
registration with the Company’s share registrar in Hong Kong, Tricor Investor Services Limited, 
at Level 54, Hopewell Centre, 183 Queen’s Road East, Hong Kong, not later than 4:30 pm on June 
15, 2022.

SUFFICIENCY OF PUBLIC FLOAT

According to the information that is publicly available to the Company and within the knowledge 
of the Board, as at the date of this announcement, the Company has maintained the public float as 
required under the Rules Governing the Listing of Securities (the “Listing Rules”) on The Stock 
Exchange of Hong Kong Limited (the “Stock Exchange”).

CORPORATE GOVERNANCE

The Company recognises the importance of good corporate governance for enhancing the 
management of the Company as well as preserving the interests of its shareholders as a whole. 
The Company has adopted the code provisions as set out in the Corporate Governance Code (the 
“Corporate Governance Code”) as contained in Appendix 14 to the Listing Rules as its own code 
of corporate governance practices.

In the opinion of the Directors, the Company has complied with the relevant code provisions 
contained in the Corporate Governance Code during the year under review, save for deviation from 
code provision C.2.1 of Part 2 of the Corporate Governance Code as disclosed below.
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Pursuant to code provision C.2.1 of Part 2 of the Corporate Governance Code, the roles of chairman 
and chief executive should be separate and should not be performed by the same individual. 
However, the Company does not have a separate chairman and chief executive officer and Mr. LU 
Yuanfeng currently performs these two roles. With extensive experience in the internet industry, 
Mr. LU Yuanfeng is responsible for the overall strategic planning and general management of the 
Group and is instrumental to the Company’s growth and business expansion since its establishment 
on November 24, 2014. The Board considers that vesting the roles of chairman and chief executive 
officer in the same person is beneficial to the management of the Group. The balance of power and 
authority is ensured by the operation of the senior management and the Board, which comprises 
experienced individuals. The Board currently comprises three executive Directors (including Mr. 
LU Yuanfeng), and three independent non-executive Directors and therefore has a fairly strong 
independence element in its composition.

Save as disclosed above, the Company is in compliance with the requirements under all code 
provisions of the Corporate Governance Code. The Board will continue to review and monitor the 
practices of the Company with an aim to maintain a high standard of corporate governance.

MODEL CODE FOR SECURITIES TRANSACTIONS

The Company has adopted the “Model Code for Securities Transactions by Directors of Listed 
Issuer” (the “Model Code”) set out in Appendix 10 to the Listing Rules as its code of conduct 
regarding dealings in the securities of the Company by the Directors and the Group’s senior 
management who, because of his/her office or employment, is likely to possess inside information 
in relation to the Group or the Company’s securities.

Having made specific enquiry, all Directors confirmed that they have complied with the Model 
Code during the year under review. In addition, the Company is not aware of any non-compliance 
of the Model Code by the senior management of the Group during the year under review.

REVIEW OF FINANCIAL STATEMENTS

Audit Committee

The audit committee of the Board, Professor CHAU Chi Wai, Wilton (chairman), Mr. LI Yi Wen 
and Mr. LU Qibo, has discussed with the management and the external auditor and reviewed the 
consolidated financial information for FY2021, including accounting principles and practices 
adopted by the Group, and annual results and discussed internal controls and financial reporting 
matters.

Scope of Work of ZHONGHUI ANDA CPA Limited

The figures in respect of the Group’s consolidated statement of financial position, consolidated 
statement of profit or loss and other comprehensive income and the related notes thereto for the 
year ended 31 December 2021 as set out in this annual results announcement have been agreed 
by the Group’s auditors, ZHONGHUI ANDA CPA Limited, to the amounts set out in the Group’s 
audited consolidated financial statements for the year. The work performed by ZHONGHUI ANDA 
CPA Limited in this respect did not constitute an assurance engagement and consequently no 
opinion or assurance conclusion has been expressed by ZHONGHUI ANDA CPA Limited on this 
annual results announcement.

The Board is pleased to announce the consolidated financial results of the Group for FY2021 with 
the comparative figures for FY2020 are as follows:
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE 
INCOME
FOR THE YEAR ENDED 31 DECEMBER 2021

Notes 2021 2020
USD USD

Revenue 3 12,753,453 17,550,312
Cost of revenue (7,340,087) (8,389,947)

Gross profit 5,413,366 9,160,365
Selling and marketing expenses (3,091,368) (5,419,249)
Administrative expenses (3,046,413) (4,850,805)
Research and development expenses (1,893,970) (1,877,748)
Net impairment losses on financial assets (531,515) (527,229)
Other losses, net 4 (155,041) (34,232)

Operating loss (3,304,941) (3,548,898)

Finance income 20,625 224,209
Finance costs (386,308) (114,026)
Gain on disposal of a subsidiary 479,461 –

Loss before income tax (3,191,163) (3,438,715)
Income tax expense 5 (176,757) (200,265)

Loss for the year (3,367,920) (3,638,980)

Other comprehensive (expense)/income:
Item that will not be reclassified to profit or loss:
– Changes in fair value of equity investment at fair value
 through other comprehensive income (792,176) 201,060

Item that may be reclassified to profit or loss:
– Exchange differences on translating foreign operations 171,046 599,596

Other comprehensive (expense)/income for the year, 
 net of income tax (621,130) 800,656

Total comprehensive expense for the year (3,989,050) (2,838,324)

Loss for the year attributable to:
– Owners of the Company (3,367,920) (3,638,980)

Total comprehensive expense for the year attributable to:
– Owners of the Company (3,989,050) (2,838,324)

Loss per share (USD cents) 7
– Basic (0.18) (0.20)

– Diluted (0.18) (0.20)
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
AS AT 31 DECEMBER 2021

Notes 2021 2020
USD USD

ASSETS
Non-current assets
 Property, plant and equipment 1,445,391 1,743,556
 Right-of-use assets 1,406,545 1,633,824
 Intangible assets 62,476 418,830
 Financial assets at fair value through 
  other comprehensive income 372,069 1,164,245
 Prepayments and other receivables 3,700,644 3,714,391
 Deferred tax assets 99,094 –

7,086,219 8,674,846

Current assets
 Trade receivables 8 1,032,458 1,282,604
 Contract costs 803,382 616,740
 Prepayments and other receivables 10,397,590 13,783,691
 Short-term deposits 1,000,000 5,000,000
 Bank and cash balances 31,681,054 26,914,401

44,914,484 47,597,436

TOTAL ASSETS 52,000,703 56,272,282

EQUITY AND LIABILITIES
Equity
 Share capital 10 2,000,000 2,000,000
 Reserves 39,193,628 43,105,488

Total equity 41,193,628 45,105,488

Liabilities
Current liabilities
 Trade payables 9 1,788,977 3,866,255
 Contract liabilities 2,218,271 2,448,797
 Accruals and other payables 4,801,778 2,721,422
 Lease liabilities 344,469 295,702
 Current tax liabilities 277,602 211,573

9,431,097 9,543,749

Non-current liabilities
 Lease liabilities 1,375,978 1,623,045

Total liabilities 10,807,075 11,166,794

TOTAL EQUITY AND LIABILITIES 52,000,703 56,272,282
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2021

1. GENERAL INFORMATION

Digital Hollywood Interactive Limited (the “Company”) was incorporated in the Cayman Islands on 24 
November 2014 as an exempted company with limited liability. The address of its registered office is Cricket 
Square, Hutchins Drive, P.O. Box 2681, Grand Cayman KY1-1111, Cayman Islands. The address of its principal 
place of business in Hong Kong is 11/F, Tai Sang Bank Building, 784 Nathan Road, Kowloon, Hong Kong. 
The address of its headquarters is 2nd Floor, No. 368 Jiang Nan Da Dao (South), Haizhu District, Guangzhou, 
the People’s Republic of China (the “PRC”). The Company’s shares are listed on the Main Board of The Stock 
Exchange of Hong Kong Limited (the “Stock Exchange”).

The Company is an investment holding company. The Company and its subsidiaries (collectively referred to as 
the “Group”) are principally engaged in the development, operations and publishing of web-based games and 
mobile games business (“Game Business”) in North America, Europe, the PRC and other regions.

2. ADOPTION OF NEW AND REVISED INTERNATIONAL FINANCIAL REPORTING STANDARDS

In the current year, the Group has adopted all the new and revised International Financial Reporting Standards 
(“IFRSs”) issued by International Accounting Standards Board (“IASB”) that are relevant to its operations and 
effective for its accounting year beginning on 1 January 2021. IFRSs comprise International Financial Reporting 
Standards (“IFRS”); International Accounting Standards; and Interpretations. The adoption of these new and 
revised IFRSs did not result in significant changes to the Group’s accounting policies, presentation of the 
Group’s consolidated financial statements and amounts reported for the current year and prior years.

The Group has not applied the new and revised IFRSs that have been issued but are not yet effective. The Group 
has already commenced an assessment of the impact of these new and revised IFRSs but is not yet in a position 
to state whether these new and revised IFRSs would have a material impact on its results of operations and 
financial position.

3. REVENUE AND SEGMENT INFORMATION

2021 2020
USD USD

Online game revenue 12,752,704 17,537,512
Licensing revenue – 10,417
Advertising revenue 749 2,383

Total revenue 12,753,453 17,550,312

Disaggregation of revenue from contracts with customers:

Timing of revenue recognition
Over time 12,753,453 17,550,312

Segment information

For management purpose, the executive directors of the Company consider that the Group generates revenue 
primarily from the provision of online game services. The executive directors of the Company review the 
operating results of the business as one segment to make strategic decisions about resources to be allocated. 
Therefore, the executive directors of the Company consider that there is only one segment of the Group and no 
further analysis is presented.
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Revenue from major customers:

The Group has a large number of game players, no individual game players generated revenue which exceeded 
10% or more of the Group’s revenue for the year ended 31 December 2021 (2020: nil).

The revenue generated from top five largest revenue collection platforms, accounted for 73% (2020: 69%) of the 
Group’s revenue for the year ended 31 December 2021.

The following table summarises the percentage of revenue from games licensed by a single company or group 
exceeding 10% of the Group’s revenue during the year ended 31 December 2021:

2021 2020

Game licensor A 27% 20%
Game licensor B N/A* 11%

* The corresponding percentage of revenue did not contribute over 10% of the total revenue of the Group.

Geographical information

Non-current assets other than financial instruments and deferred income tax assets, by country:

2021 2020
USD USD

BVI 3,500,000 3,500,000
The PRC 2,910,312 3,570,988
Hong Kong 149,656 366,352
Other locations 55,088 73,261

6,615,056 7,510,601

No geographical information for revenue is presented as 99.99% of the Group’s revenue are derived from global 
online customers.

Game publishing service revenue

The Group is a publisher of online games developed by third party game developers or its own. The Group 
licenses online games from game developers and earns game publishing service revenue by making a localised 
version of the licensed games and publishing them to the game players through distribution platforms, include 
major social networking websites (such as Facebook), online application stores (such as Apple Inc.’s App 
Store (“Apple App”) and Google Play installed in mobile telecommunications devices), web-based and mobile 
game portals in certain countries and regions (collectively referred to as “Platforms”), including the Group’s 
websites. The games licensed to the Group are operated under a free-to-play model whereby game players 
can play the games free of charge and are charged for the purchase of Game Tokens or other virtual items via 
payment channels, such as the various mobile carriers and third-party internet payment systems (collectively 
referred to as “payment channels”).

(i) Principal Agent Consideration

Third party developed games

Proceeds earned from selling Game Tokens and other virtual items are shared between the Group and 
game developers, with the amount paid to game developers generally calculated based on face value of 
Game Tokens or other virtual items determined by game developers, after deducting certain deductible 
fees, multiplied by a predetermined percentage for each game. The deductible fees are predetermined and 
negotiated game by game, including the fees paid to the payment channels and the Platforms, as well as 
the credit allowable for deduction for each game.
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(1) The Group acts as Agent

With respect to the Group’s game licenses arrangements entered into during the years ended 31 
December 2021 and 2020, the Group considered that the (i) game developers are responsible 
for providing the game product desired by the game players; (ii) the costs incurred by the game 
developers to develop the games are more than the licensing costs and game localisations costs 
incurred by the Group; (iii) game developers have the right to determine the pricing of in-game 
virtual items and the specification, modification or update of the game proposed by the Group. The 
Group’s responsibilities are publishing, providing payment solution and market promotion service, 
and thus the Group views game developers to be its customers and considers itself as the agent of 
game developers in the arrangements with game players. Accordingly, the Group records the game 
publishing service revenue from these licensed games, net of amounts paid to game developers.

Games operated directly by the Group:

Games operated directly by the Group are in the form of self-operation on its own websites and 
cooperation with Platforms, which the Group is responsible for determining Platforms and payment 
channels, hosting and maintenance of game servers for game running, providing customer service 
as well as marketing activities. For games self-operated by the Group, payment channels are 
responsible for payment collections related to the games. For games cooperated with Platforms, 
Platforms are responsible for distribution, platform maintenance, paying player authentication and 
payment collections related to the games.

As the Group is responsible for identifying, contracting with and maintaining the relationships of 
Platforms and payment channels, commission fees paid to Platforms and payment channels are 
included in cost of revenues and presented on a gross basis. The Group considers it is the primary 
obligor to game developers for the reasons identified above as it has been given latitude by game 
developers in selecting Platform and payment channels for its service to game developers.

Different from the above analysis, for games cooperated with Facebook if it had been specified 
by game developers and Apple App, the game developers are fully aware of Facebook and 
Apple App’s roles and responsibilities. The Group considered that Facebook, Apple App and 
itself provide services to the game developers together, as the Group does not have the latitude 
in selecting and negotiation with Facebook and Apple App and does not have the primary 
responsibility to game developers for the service provided by them, commission charges by 
Facebook and Apple App are deducted from revenue.

Games subcontracted to Platforms:

Certain games are subcontracted to Platforms to operate directly. For such subcontracted games, 
Platforms are responsible for determining secondary Platforms and payment channels, hosting and 
maintenance of game servers for game running, providing customer service as well as marketing 
activities. The Group’s responsibilities are delivering games to Platforms, and thus the Group 
views the game developers to be its customers and considers itself as the agent of game developers 
in the arrangements with Platforms, as the Group does not have the primary responsibility to game 
developers for the service provided by these Platforms. Accordingly, the Group records revenue 
on a net basis, amounts paid to game developers and revenue-sharing amounts paid to Platforms or 
third party payment vendors are deducted from revenue.
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(2) The Group acts as Principal

During the years ended 31 December 2021 and 2020, there was a game license arrangement under 
which the Group takes primary responsibilities of further game development and updates, game 
operation, including determining Platforms and payment channels, providing customer services, 
hosting game servers, if needed, and controlling pricing and game and services specifications 
during the license period. The Group bears the cost incurred to further develop the game. Under 
this type of game license arrangement, the Group considers itself as a principal in this arrangement. 
Accordingly, the Group records the online game revenue from this third party licensed game on a 
gross basis. Commission fees paid to Platforms and payment channels and amortisation of license 
fees paid to third party game developer are recorded as cost of revenues.

Self-developed games

The Group sometimes enters into license arrangements under which the Group takes primary 
responsibilities of game development and game operation, including determining Platforms and 
payment channels, providing customer services, hosting game servers, if needed, and controlling 
pricing and game and services specifications. The Group bears the cost incurred to develop the 
games. Under this type of agreements, the Group considers itself the principal. Accordingly, the 
Group records the online game revenues from these games on a gross basis. Commission fees paid 
to Platforms and payment channels and amounts paid to licensor are recorded as cost of revenue.

The Group self-develops mobile games. Revenues derived from self-developed games are recorded 
on a gross basis as the Group acts as a principal to fulfil most obligations related to the mobile 
game operation. Commission fees paid to Platforms and payment channels are recorded as cost of 
revenue.

(ii) Timing of revenue recognition

Third party developed games

(1) The Group acts as Agent

Games operated directly by the Group:

For the purposes of determining when services have been provided to the respective players, the 
Group has determined the following:

– Consumable virtual items represent items that are extinguished after consumption in the 
form of fixed charges levied on each round of games played. The paying players will not 
continue to benefit from the virtual items thereafter. Revenue is recognised at a point in time 
(as a release from contract liabilities) when the items are consumed and the related services 
are rendered.

– Durable virtual items represent items that are accessible and beneficial to paying players 
over an extended period of time. Revenue is recognised ratably over the average life of 
durable virtual items for the applicable game, which the Group makes best estimates to be 
average Player Relationship Period.

The Group estimates the Player Relationship Period on a game-by-game basis and re-assesses such 
periods semi-annually. If there is insufficient data to determine the Player Relationship Period, 
such as in the case of a newly launched game, it estimates the Player Relationship Period based 
on other similar types of games developed by the Group or by third-party developers until the 
new game establishes its own patterns and history. The Group considers the games profile, target 
audience, and its appeal to players of different demographics groups in estimating the Player 
Relationship Period.
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If the Group does not have the ability to differentiate revenue attributable to durable virtual items 
from consumable virtual items for a specific game, the Group recognises revenue from both 
durable and consumable virtual items for that game ratably over the Player Relationship Period.

Games subcontracted to Platforms:

Revenue of games subcontracted to Platforms are recognised ratably over the Player Relationship 
Period, for (i) the Group has a continuous obligation to game developers to coordinate Platforms 
for providing service to game players, and (ii) the Group does not have the ability to differentiate 
revenue from games subcontracted to Platforms attributable to durable virtual items from 
consumable virtual items for a specific game.

(2) The Group acts as Principal

Revenue of third party developed games when the Group acts as a Principal are recognised ratably 
over the Player Relationship Period or as the durable virtual items are consumed, which is similar 
to the policy of third party developed games operated directly by the Group when the Group acts 
as an Agent mentioned above.

Self-developed games

Revenue of self-developed games are recognised ratably over the Player Relationship Period or 
as the durable virtual items are consumed, which is similar to the policy of third party developed 
games when the Group acts as a Principal mentioned above.

Licensing revenue

The Group authorises third parties to operate its online games. The Group receives additional up-front license 
fees from certain third-party licensee operators who are entitled to an exclusive right to operate the Group’s 
games in specified geographic areas. Revenue from licensing agreements is recognised when the game contents 
have been delivered to the third party licensees and when the Group has no further remaining obligations. 
Depending on the terms of the respective agreements, revenue is recognised either by point in time, whereas 
fixed and non-refundable upfront payments are received from the licensees upon commence of the license 
periods; or ratably over the license period when the Group is required to continue to provide services over the 
license periods.

Advertising revenue

The Group provides advertising placement for a specified period on the interface of online games. The Group 
recognises revenue ratably over the period during which the advertising services are provided.

4. OTHER LOSSES, NET

2021 2020
USD USD

Reversal of contract liabilities (Note) – 352,537
Government grants 43,675 70,964
Net foreign exchange losses (235,403) (497,069)
Others 36,687 39,336

(155,041) (34,232)

Note: During the year ended 31 December 2020, one of the games operated by the Group was terminated and 
therefore, the Group bore no further obligation to the game players of such game.
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5. INCOME TAX EXPENSE

2021 2020
USD USD

Current tax – Overseas withholding income tax (“WHT”)
 –Provision for the year 198,832 194,180
Current tax – PRC Enterprise Income Tax (“EIT”) and Hong Kong Profits Tax
 –Under-provision in prior year 77,019 –
Deferred tax (99,094) 6,085

176,757 200,265

The Company is incorporated in the Cayman Islands as an exempted company with limited liability under the 
Companies Law of Cayman Islands and accordingly, is exempted from Cayman Islands income tax.

Pursuant to the rules and regulations of the BVI, the company incorporated in BVI are not subject to any income 
tax.

Hong Kong profits tax has been provided for at the rate of 16.5% on the estimated assessable profits for each of 
the years ended 31 December 2021 and 2020.

The provision for Hong Kong profits tax for the years ended 31 December 2021 and 2020 are calculated in 
accordance with the two-tiered profits tax rates regime. Under the two-tiered profits tax rates regime, the first 
HKD2 million of profits of qualifying corporation are taxed at 8.25%, and profits above HKD2 million are 
taxed at 16.5%. The profits of corporation not qualifying the two-tiered profits tax rates regime will continue to 
be taxed at a flat rate of 16.5%.

The income tax provision of the Group in respect of operations in the PRC has been calculated at the tax rate of 
25% on the estimated assessable profits for the year ended 31 December 2021 and 2020, based on the existing 
legislation, interpretations and practices in respect thereof.

Guangzhou You Lai Information Technology Company Limited (“Guangzhou You Lai”) was qualified as 
“Advanced Technology Service Enterprises” in 2021 and 2020 and was entitled to a preferential income tax rate 
of 15% for the years ended 2021 and 2020.

Guangzhou Zhang Ying Kong Information Technology Company Limited was qualified as “Small Low-Profit 
Enterprise” for the years ended 2021 and 2020 and was entitled to a preferential income tax rate that was 
calculated in accordance with the two-tiered profits tax rates regime. Under the two-tiered profits tax rates 
regime, the first RMB1 million of profits of qualifying corporation are taxed 2.5%, and profits above RMB1 
million are taxed at 10%.

According to the applicable the PRC tax regulations, dividends distributed by a company established in the PRC 
to a foreign investor with respect to profits derived after 1 January 2008 are generally subject to a 10% WHT. If 
a foreign investor incorporated in Hong Kong meets the conditions and requirements under the double taxation 
treaty arrangement entered into between the PRC and Hong Kong, the relevant withholding tax rate will be 
reduced from 10% to 5%.

During the year ended 31 December 2021 and 2020, the Group does not have any plan to require its PRC 
subsidiaries to distribute their retained earnings and intends to retain them to operate and expand its business 
in the PRC. Accordingly, no deferred income tax liability on PRC WHT was accrued as of the end of each 
reporting period.

The Group has subcontracted games to a platform operating in Vietnam. According to the applicable the 
Vietnam tax regulations, royalty fees generated from Vietnam are subject to a 10% WHT.
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The Group cooperates with a platform in Brazil. According to the applicable the Brazil tax regulations, income 
generated from Brazil is subject to 10% remittance tax and 15% income tax, which is withheld by the platform.

The reconciliation between the income tax expense and the product of loss before income tax multiplied by the 
PRC enterprise income tax rate of 25% is as follows:

2021 2020
USD USD

Loss before income tax (3,191,163) (3,438,715)

Tax calculated at a tax rate of 25% (797,791) (859,679)
Effect of different tax rates available to different subsidiaries 465,151 314,905
Tax effect of temporary differences and tax losses not recognised 294,145 346,031
Tax effect of income that is not taxable (128,961) (4,389)
Tax effect of expenses not deductible for tax purpose 68,362 209,217
Under-provision in prior year 77,019 –
Overseas WHT 198,832 194,180

Income tax expense 176,757 200,265

6. DIVIDEND

The directors of the Company did not recommend the payment of any dividend for the year ended 31 December 
2021 (2020: nil).

7. LOSS PER SHARE

The calculation of the basic and diluted loss per share is based on the following:

2021 2020
USD USD

Loss
Loss for the purpose of basic and diluted loss per share (3,367,920) (3,638,980)

2021 2020

Number of shares
Weighted average number of ordinary shares in issue less 
 shares held for the Share Option Scheme for the purpose 
 of calculating basic and diluted loss per share (Note a) 1,856,765,612 1,855,371,418

Notes:

(a) The loss per share is determined based on that 1,856,765,612 (2020: 1,855,371,418) shares were the 
weighted average number of ordinary shares in issue excluding the 143,234,388 (2020: 144,628,582) 
shares which were the weighted average number held for the Share Option Scheme for the year ended 
31 December 2021, without taking into account any shares which may be granted and issued by the 
Company pursuant to the Share Option Scheme.

(b) The 31,182,377 (2020: 36,428,295) options granted and remained unexercised are not included in the 
calculation of diluted loss per share because they are antidilutive for the year ended 31 December 2021 
and 2020. These options could potentially dilute basic loss per share in the future.
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8. TRADE RECEIVABLES

2021 2020
USD USD

Trade receivables 3,199,502 4,812,624
Less: allowance for impairment (2,167,044) (3,530,020)

Carrying amount 1,032,458 1,282,604

Trade receivables are arising from the development and operation of online game business. The credit terms of 
trade receivables granted to the Platforms and third party payment vendors are usually 0 to 120 days and 0 to 30 
days, respectively.

The aging analysis of trade receivables, based on invoice date, and net of allowance, is as follows:

2021 2020
USD USD

0-30 days 441,995 490,539
31-90 days 425,590 365,583
91-180 days 115,498 295,680
Over 180 days 49,375 130,802

1,032,458 1,282,604

Reconciliation of loss allowance for trade receivables:

2021 2020
USD USD

At 1 January 3,530,020 2,946,572
Increase in loss allowance for the year 531,515 513,351
Amounts written off as uncollectible – (20,567)
Disposal of a subsidiary (1,932,985) –
Exchange difference 38,494 90,664

At 31 December 2,167,044 3,530,020

The Group applies the IFRS 9 simplified approach to measuring expected credit losses which uses a lifetime 
expected loss allowance for all trade receivables, which is calculated using a provision matrix (including the use 
of internal and external data sources) where a fixed provision rate applies depending on the shared credit risk 
characteristics of the trade receivables.

In assessing the shared credit risk characteristics of the trade receivables, the Group takes into account 
reasonable and supportable information that is available without undue cost or effort. This includes information 
about past events, current conditions and forecasts of future economic conditions.
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On that basis, the loss allowance as at 31 December 2021 and 2020 was determined as follows for trade 
receivables:

Category 1* Category 2* Category 3* Category 4* Total

Expected loss rate 5% 30% 50% 100%
Loss allowance as at 31 December 2021 (USD) 53,464 7,047 203 2,106,330 2,167,044
Loss allowance as at 31 December 2020 (USD) 66,366 10,870 4,676 3,448,108 3,530,020

* The Group’s loss allowance categories of trade receivables are as follows:

Category 1 – Highest grade, lowest credit risk
Category 2 – Medium grade, low credit risk
Category 3 – Poor standing, high credit risk
Category 4 – High likelihood of default, very high credit risk

The carrying amounts of the Group’s trade receivables are denominated in the following currencies:

2021 2020
USD USD

USD 922,402 958,821
RMB 79,302 284,534
HKD 30,754 39,249

1,032,458 1,282,604

9. TRADE PAYABLES

The aging analysis of trade payables based on invoice date is as follows:

2021 2020
USD USD

0-90 days 511,790 573,828
91-180 days 393,120 602,035
181-360 days 652,821 1,179,648
Over 360 days 231,246 1,510,744

1,788,977 3,866,255

The carrying amounts of the Group’s trade payables are denominated in the following currencies:

2021 2020
USD USD

USD 1,570,977 3,737,235
RMB 218,000 129,020

1,788,977 3,866,255
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10. SHARE CAPITAL AND SHARES HELD FOR THE SHARE OPTION SCHEME

Number 
of ordinary 

shares Amount
USD

Authorised:
Ordinary shares of USD0.001 (2020: USD0.001) each
At 1 January 2020, 31 December 2020, 
 1 January 2021 and 31 December 2021 4,000,000,000 4,000,000

As at 31 December 2021, the total number of issued ordinary shares of the Company was 2,000,000,000 shares 
(2020: 2,000,000,000 shares) with par value of USD0.001 per share (2020: USD0.001 per share) which included 
138,978,123 shares (2020: 144,224,041 shares) held under the share incentive scheme. They have been fully 
paid up.

A summary of the Company’ s share capital and shares held for the Share Option Scheme are as follows:

Number of Shares held for
shares the Share

in issue Share capital Option Scheme
USD USD

(Note)

At 31 December 2021 2,000,000,000 2,000,000 (138,978)

At 31 December 2020 2,000,000,000 2,000,000 (144,224)

Note:  According to the written resolutions of all the members of the Company dated November 2, 2015 
and capitalisation issue dated 24 November 2017, an aggregate of 150,000,000 ordinary shares were 
authorised and reserved for the issuance to the employees, directors of the Group and other persons 
pursuant to the share incentive scheme (the “Share Option Scheme”) adopted by the Company.

The Company has appointed Core Trust Company Limited as the trustee to assist with the administration 
and vesting of options granted pursuant to the Share Option Scheme. On 27 May 2017, the Company 
allotted and issued shares to Share Scheme Trust, a wholly-owned subsidiary of Core Trust Company 
Limited, which are or will be used to satisfy the options upon exercise. The shares held by Share Scheme 
Trust are presented as a deduction in equity as shares held for the Share Option Scheme.

During the year ended 31 December 2021, the Share Scheme Trust transferred 5,245,918 ordinary shares 
of the Company (2020: the Share Scheme Trust transferred 3,335,966 ordinary shares of the Company) to 
the grantees exercising of the awarded shares.

The Group’s objectives when managing capital are to safeguard the Group’s ability to continue as a going 
concern in order to provide returns for stakeholders and benefits for other stakeholders and to maintain an 
optimal capital structure to reduce the cost of capital.

The Group monitors capital (including share capital and capital reserves) by regularly reviewing the capital 
structure. As a part of this review, the directors of the Company consider the cost of capital. In order to maintain 
or adjust the capital structure, the Group may adjust the amount of dividends paid to shareholders, return capital 
to shareholders, issue new shares or sell assets to reduce debt. In the opinion of the Directors, the Group’s 
capital risk is low.
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11. EVENT AFTER THE REPORTING PERIOD

On 20 January 2022, Guangzhou You Lai (an indirect wholly-owned subsidiary of the Company) entered into an 
investment cooperation agreement with Guangzhou Red Circle Information Technology Company Limited (the 
“JV Partner”), pursuant to which Guangzhou You Lai and the JV Partner have agreed to establish a project 
company in the PRC for an investment project which consists of proposed properties acquisition by way of 
bidding at the public auction and potential subsequent operational management of the target properties in case 
of successful bidding.
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PUBLICATION OF ANNUAL RESULTS ANNOUNCEMENT AND ANNUAL REPORT

This announcement is published on the website of the Stock Exchange (www.hkexnews.hk) and 
the Company’s website (www.gamehollywood.com/company/). The annual report of the Company 
for FY2021 will be dispatched to the shareholders of the Company and published on the aforesaid 
websites in due course.
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business associates for their trust and support.
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